Binary response models consider pseudo-R 2 measures which are not based on residuals while several concepts of residuals were developed for tests. In this paper the endogenous variable of the latent model corresponding to the binary observable model is substituted by a pseudo variable. Then goodness of fit measures and tests can be based on a joint concept of residuals as for linear models. Different kinds of residuals based on probit ML estimates are employed. The analytical investigations and the simulation results lead to the recommendation to use standardized residuals where there is no difference between observed mad generalized residuals. In none of the investigated situations this estimator is far away from the best result. While in large samples all considered estimators are very similar, small sample properties speak in favour of residuals which are modifications of those suggested in the literature. An empirical application demonstrates that it is not necessary to develop new testing procedures for the observable models with dichotomous regressands. Well-know approaches for linear models with continuous endogenous vaxiables which are implemented in usual econometric packages can be used for pseudo latent models.
INTRODUCTION
In many econometric applications, especially in decision models, the endogenous variable is unobservabte. In these cases the model with latent variables is transformed into an observable model, where the endogenous variable is represented by a dummy variable measuring the outcome of the decision. One of the most popular transformation is that of a binary probit model. Nonlinear ML estimates of parameters, pseudo-R z and new forms of residuals for diagnostic tests are considered. While the analogous criteria in linear regression models are uniformly based on OLS residuals, different concepts exist for probit models. The reason for this difference is due to the dual nature of probit models, namely the latent and the observable model. Some of the criteria are primarily based on the former and some on the latter model. It is not always obvious for which one the determination is intended. The ML estimates, some goodness of fit measures and residual definitions have their origin in the observable model. Other pseudo-R 2 measures and types of residuals correspond more with the latent model. All diagnostic tests as testing for omitted variables, heteroscedasticity, normality, and the information matrix test are related to the latter model (see Davidson and MacKiunon, 1993) . However in all cases, there exists a relationship between the latent and the observable model. Pudney (1989, p.105) emphasizes that if R 2 is separated from the hypothesis testing aspect, it becomes an arbitrary measure of fit, with no absolute standard against which it could be judged.
It is the objective of this paper to estimate the endogenous latent variable as a pseudo variable using estimates of the observable model and residuals. Then the pseudo latent model (PLM), goodness of fit measures and new residuals can be determined under a joint concept. Section 2 based on the probit model starts with a brief summary of well-known goodness of fit measures and definitions of residuals. In section 3 pseudo latent models are introduced, their estimates are described and properties are analysed.
Section 4 contains some simulations. Section 5 presents an empirical application with testing of some hypotheses. 
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